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CCLTC FIRST SET OF INFORMATION REQUESTS, ED
| IN PHASE 1 OF L95-05-047 Cr 2
- ’ ;Fw'k“/,cg /995
o,

Docs Pacific Bell and/ur Dr. Chrristensen have in itwhis posaession sdditiogal ﬂum
information or revisions to any of the data utilized in the original CC Docket 94-1 USTA TEP/S51,,
study or in the “updated” January 20, 1995 USTA TFP study? If the responsc to this request is
anything other than an uxalified *no,” please pravide all such date, infrruiir 2 ¢~ revisions.

oty

RESPONSE L

On Apxil 12, 1995, aftex the complstion of the "updated” Jammry 20, 1995 USTA TFP study,
Pacific Bell obtained updated xnd revised Telephone Plant Indexes (“TPIs™). Ses the attachment
to this respanse for comprarison of the Pacific Bell TPI provided for the January 20, 1995 USTA
TFP study and the updated snd revised TP obtained by Pacific Bell after thet study.

Dr. Christensen does oot have in Iis possession additional updated data, infrmation or revisions
to any of the data utilized in the original CC Docket 94-1 USTA TFP study or in the "updated”
January 20, 1995 USTA TFP study.
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CCLTC FIRST SET OF INFORMATION REQUESTS
IN PHASE 1 OF 1.95-05-047
REQUEST IL (Part A)

Doss Pacific Bell insund %0 slly upos. the Jenuary 20, 1995 “updated” USTA TFP study ia the
teatismony to be filed on Septwmber 8, 19957
RESPONSE (Pt A)

Yes.

REQUERTIL (Pert B)

Dose Pasific Bell intend to suly wpan suy other stadies pertaining 10 productivity, input peices,
oulpt priess, er other Sistees afliosting Pusilic’s cngoing sout lpvels in the tesihmony 1 be filed
on Septentber 8§, 19957 Planse kieutify with spesifivity oll such muterisls wpon whish Panific
mxdfor any of the witneases it expents to sponsor intend to rely.

RBSPONSR I (Part B)

Yeu. The sttached Nats identify those sendies that Pucific Bell auticipates will Hicaly be selied
upen mdéor refirenced by #s witnesses in this proceading.

m~wn Y~ vuew
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August 9, 1908

Callornin Public Uliies Conmynisaion
508 Van Ness Avenua, Room 5011
San Francieco, CA 94102

Re: L0S-AR-AL7 (1006 NOF Raview)

At todey's Prehemsing Conference, | wes asied whether Paaific Rell would agres to

pravide all domsrants that & had previssaly provided 1o DRA in the course of discovery
n this procesding 19 other parlies requesiing such documants. This lstier corniinne that
mﬂMhMMMhWbmﬁdmm.

1 sleo said thit our shawing in this prossading will include the resulls of a study of total
fachor producivily for e LEC teiscommunicetions induslry perfermed by Dr. Laurits R.

Crestnoen (e o i owa Tntghate Cussuion Comsion oy 1004,
updated In 1909)). we will rely primarfly on Or. Chistensen's study, the results of

other produstivily stefins will lialy ba cied In owr testemony. | sitech u Yist of those
shudis 1o this lstiher. While we do net heve copies of all of these siudies, | underatand
that they are publisly avalluble. We are allenpling 10 cbinin coples of those studies nat
‘curvantly in our passsssion. To fasillale discovery, upon request (end subject to any
copyright congeme) we will provide & copy of the siudiss we have.

Sincerely,

okl Lo,
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LR Clrissensw, Testizncay fed in Lnited Statm ¥ ATET, Ov. Action Ne. 1698 (D.D.C. Elied Nov. 20, 1974).
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1990,
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CCLTC FIRST SET OF INFORMATION REQUESTS
TN PHASE 1 OF L95-05-947
BEQUESTIIL -

Refsomane % pp. 2-3 of the Felruney 3, 1995 USTA s ataiz: Bling, titled "SUMMARY OF
EXPLANATIONS OF LEC DATA ADJUSTMENTS.” Please identify the tndividuni(s) at cach
of the LBC cited Garven who fisnished the descxibed "duin siljostaenty”™ and provide all

bevwom and among USTA, Dr. Chwistenmen (incheding sesphers of his staff) and
mwmmmwdmau-mmunmum
the referenced pages.

Pacific doss a0t kmow G idetity of the ludividuals st ensh of the LBCa who fumished the data
adjustcasnis, ncx does it heve sny cersespandense related %0 the dete affustssents. Pusifie Bell
Thas boon advised that any infommution or ecoenmpendance within the ssope of thia roquest thet is
in the posseasion of cither Dy, Clwivtenssn Gncluding members of kis seafl) or USTA is subject to
ac-disciosury requirements snd, thenedbies, cannot be provided,. We ase continsing % Investignte
who provided the siagle comestion of Pacific’s dets aml if we ideify such individusl we will
iremedissty aotify you. However, m you can detarmine from the ex parée correstion, our data
change was minor and would have minimal impect.

-~ ATAA TYE nTYE - CErY R CO-RN
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CCLTC FIRST SET OF INFORMATION REQUESTS
IN PHASK I OF LyS-05-047

Wers my “datn adjustsesnin™ proposed by LECs not inctuded in the “1993 wpdate” that was
provided to the FCC on Jamuary 20, 19957 1f 00, what aciteria waoe used in selesting Hems for
tnohesion or exclusion? Who owde the seisction? MMMQEM
not inchuded in the “update.”

nmm
No.

~Ta 3C Tun RTQ9 Tat STrLY LA BUA ¢ 56./50/680
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. CCLYTC FIRST SET OF BFORMATION REQUESTS
IN PEHASE I OF 193-85-047
REQLEST V:

Plossc identifly which of ths items on pp. 2-3 of the Pelurwary 3, 1995 gx g filing were of the
natwre of “correstions” to previcus amors sad whish wese of the nasre of “new ioformetion” that
was oot avelisble at the time the eriginel USTA TFP study was filed. For iterns identified 0o
“azrors,” indicats how the "smer” was disvovessd, who discoversd i, when it wes discoversd,
who corrected it, and whes the carmotion was provided to USTA and/or to Dr. Chcistensen.

GTE Telaphone Plant Indemes (“TPI's™) wess not svuilabie for the original study sad would be
classiffed s “now infhemation”™. Al other isms an pp. 2-3 of the Febswary 3, g paxie filing
would be clamified a5 “comotiows”™. Dr. Claistensen does 20t lnow how the eaom wese
dscovered, who dissovessd hem, whes they wars discoversd, or whe coxssctod them.  Correcsed
data wers provided to Dr: Clxistensen in the Nevessber-December 1994 time frame.

Pacific Ball has baen adivised by USTA thet to the extéat thet USTA has such inforrnation,
USTA in not suthosisad w0 velene it

ATRA TR ATROY L N 4 CR/CN/EN



SET OF INFORMATION
IN FHASE 1 OF 1.95-05-047

Sep. 61005  4:58MM rmm LEGAL DEPT. . No. 5§10 2. 14/18
CCLTC T REQUESTS

REQUENT VL. (Fert A)

Refossnce t pp. 4-9 of the February 3, 1995 USTA axyaxi filing.” 1984 CAPITAL STOCK."
Provids 2 oarostive explenstion for each of the chenges shewn Sxxwon, indicating how the

"oz 'was discovered, whe discoversd it, when it was disooverad or who comrechad it, and when
the correction was provided 10 USTA sad/or ¢o Dr. Christensen.

RESPONSE VI:(Part A)

Dx. Christenmsn does 2ot kusw how the croas wass discovesed, who dincovernd thens, when they
wess discovered, or whe comected tham. Mhmwﬂdhmc&mnm
November-Decamber 1994 time frmms.

Pasific Bell hag been advissd by USTA that to the extent Gt USTA has such information,
USTA is not authosized to selonss it

RBOUEST VI (Pmt B) .

Provide work papers supporting each and all of the adjastsserse/cocTections.
RENPONEE V1. (Put B)

De. Chxistoniscn does not have sxty workpspass suppocting the adjustmenta/oossections.

Pacific Bell has been advised by USTA thet to the extent that USTA has such workpapers,
USTA is not suthoriesd to relesss them.

~TA Ye vasr aTNOe T+ CTELL eEIT CR./CH/EN
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CCLTC FIRST SET OF INFORMATION REQUESTS

IN PHASE 1 OF L9S-05-047
REQUEST VIL (Pact A)

Refuence 10 pp. 10-16 of the Febwuary 3, 1985 USTA ox pagte filing, showing the booked capital
scoounts for 1964-92. Provids & sacetive eupleuntion £ cash of the changes shown thaveon,
indisuting how ths "erzor™ was discovered, who discovensd it, when it way discovered, who
correetad It, and when the eorrection was provided to USTA andior to Dr. Cludstonses.

REEPONSE VII; (Pt A)
Dr. Clistemsen docs mot kuow how the scers wase dissovered, who dissovernd tham, when they

ware discoverad, or who cemsested hem. Corvoeted duts ware provided 0 Dr. Ciistnecn in the
November-Decomber tione 1994 foame.

Pacifie Ball hes boon advised by USTA that 10 the extust that USTA has such informetion,
USTA is not suthocized & selesss 2. |

REQUEET VII. (Pt B)
mﬂmmddddhw
RESROMEE VIL (Part B)

Dr. Chistensen doss not heve axy workpapers supposting the adjustmenin/oorractions.

Pacific Bell has bewm advised by USTA that 10 the extent that USTA Jes such workpspers,
USTA is not ssthorized to release ham.

1T /TR
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""" OCLTC FIRST SET OF IVFORMATION REQUESTS
IN PHASE 1 OF L9S-45047

REQUESTYIE

Refiwance % pp-~ 17-19 of the Febwusry 3, 1995 USTA ax payig; filing showiag “Conrected TPIs”
fior the LBC Composite. Bell Atientic, snd Southwestemn Bell. Provide individual TPEs for il
othar LEC's incinded in the “Comsposite” in the same format s used for Bell Atiantic and
Southwegiern Bell. )

Tndividunl company Telughons Plagt Indunes age 9ot contined in the dutebase for Dr.
Clvisnsen’s study. The dasabuss couttiss caly sggeegein LIAC date. Pacifio Bell's TPLis
peovided in response o Reguest 1. Pasilfic Bell bes boen advised Gut any information thet is
withis e soope of the reguast that is in the possession of either Dy. Christensen or USTA Is
n\iﬁbmﬁdﬁ-m‘uﬂnmbm

~eA ve Tum 2T0a T¥x CTHEY ak: Y CR./SN/RO
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CCLTC FIRST SET OF INFORMATION REQUESTS
IN PHASE 1 OF LYS-83-047
REQUEST IX:

Refasmmen 1o pp. 17-19 of the Felwnaty 3, 1995 USTA gx yacts filing, showing "Comected TPT's”
flar the LEC Coupesite, Bell Afiastic, apd Southwestes Ball. Provids an explanstion af the fact |
thet, s cosected, Bell Ansiv’s Centesl Ofies Equigmsent (COE) TP - yepuentuting the prices it
peid for COB - ingmesnd by 4% fhom the 1984 bhage your 10 1992, while the COR TP for
Southwastern Bell snd e LEC Camposite dessastad by 9.3% and 7.3%, yespactively, over that
samo paziod. 1 the appovant Dall Atleutic sucmsly casmot be sxplsinsd, please mecompute the
LBEC Composite COE TP 1o encinde Bell Aflantic 2ad comrect the *1993 updaw™ TFP
scoordingly,

Bell Atlamtic was sslad shout the valug of Seis COE T7's and they verifind the valass of theit
COE TFI"s 25 being s soomuts safisction of puiess Ghe compuny pald fior contanl office
oquipmeent. Puthames, 20 nsted shove in the vepunss 0 Quostion VI, individus! company
Tolephens Fiast Jafewes 196 uet contained in the date buse for Dr. Cluisenesn’s USTA TFP
stdy. The date bass eentsins euly aggeagats LEC dete mud, thexufbes, it is nat possiblls ©
onsinde the TPis of ons vempasy Sres ths amlysis. Even il individual company data were .
costalned i the dute hass for D, Chefntomann’s USTA TFP stndy, D, Cheiotonson is required by
USTA 1o teant sch dot ao sondidential snd puuptiotacy snd 5ot 0o disslens it. Given Guan
cinvusastnces, resompuiniion, if deemed nscessuey, could be appecsdmated by basking Bell
Adnatis’s Ty out o' he anslipuls. This weuld be assompiithed by subteasting fiem the
composiss COE TFL, Bell Atlantio’s TPFI times the waight of Bell Athantic’s T in the
compesite. This difwance would than be divided by the welght of the samaining LACs in the
compesiie COR TH t aggeenimsee fas compasits OOE TH witheut Ball Atientic. 1 the Bell
Adentis COB TPls wave 8 be ensiniled, the oveni] sesuike of the USTA TFP stdy would, in sll
Iikelthood, only chauge by s miniesl amount.
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CCLTC VIRST SKT OF INFORMATION REQUESTS
IN PHASE 1 OF L95-05-047
REQIFSTX: -

Ralsmmes t pp. 17-19 of the Pelmuary 3, 1995 USTA ax paste filing, showing "Corected TPI™
for the LEC Composite, Dell Adentic, and Seulhwestum Boll. Alfhough not 85 sxiooms = in the
cass of COR, mont of Bull Atlguils's other TPIs sppenr W be jaceensing o & significendly faeter
rete than fiw the LBC Compatits or foc SWB. Provide sa uplesstion of the fuct thae, 28
comeeted, Bell Atlantic’s capitel lnput prices ae rising 3o seach faster than fhoss of other LECs.
' the appasent Dell Aiantie sussly cannct be enplainad for one or moss of the othex TP,
hmb&ﬁ.ﬁﬁb“lﬂﬂduh *1993
upduis” TFP socordingly.

REERCRIEE X:

Bell Atlentic wes aslend shout the vebum of i other TIT's and thay verifiod the valnes of tGheir
other TPPs as belng mn ssmsuts wiinstion of fie prises poid by the company fhor the scquisition
of equipment in he vaslows assst categmies. Fushusmens, a8 noted abeve iu ths sesponms %
Q‘VI.“? Tuluyghons Plant Indengs are net contuined in the date base
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dimloss . Given thass clssesstnnes, sostputition, if desmsed nevessary, couid be
sppeonimated by bashing Bell Adlentin’s TV cut off e saalysin. Fex cach of fhe ofier son-
COE camgyoses, this woull b sassnylichel by sbtauting foom the compenits TP, Bell
Atiantis’s TPI thnss the waight of Bl Athutiv’s TV ju thy compodite. This diieence would
than e diviled by the of S0 sumaining LECs in the compesiis TFI t0 spgraxizuge the
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ADMINISTRATIVE LAW JUDGE REED: On the record.

Mr. Sasser.

MR. SASSER: Thank you, your Honor.

Yesterday, there were a couple of transcript
requests made, and we have responses available today.
The first one was a transcript request from Mr. Stover
for a Wall Street Journal article that had been
referenced by Mr. Schmalensee.

I had provided that to counsel, and I have
copies available for the other parties, and I will
provide you with a copy as well.

ALJ REED: Thank you.

In addition, there was a transcript request
made for some tables that Dr. Schmalensee had referred
to, and I have a copy of those tables as well from the
transcript request that was made.

ALJ REED: Thank you.

MR. SASSER: In addition, yesterday Dr. Christensen
was asked to accept a number of figures subject to
check. And, if he could, he’d just like to briefly
speak to that.

MR. GOLABEK: I was just asking, those were
Exhibits 3 and 4 respectively?

MR. SASSER: Counsel reserved —- for AT&T reserved
the exhibit numbers. I'm not certain of the exhibit

numbers.
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ALJ REED: Yes. Those were 3 and 4. Thank you.

MR. PHILLIP: Three being the article from the
Wall Street Journal?

ALJ REED: Excuse me?

MR. PHILLIP: Three being the article from the Wall
Street Journal?

ALJ REED: Yes, yes.

LAURITS R. CHRISTENSEN

resumed the stand and testified further as follows:

ALJ REED: Okay. Dr. Christensen has some
corrections to make.

THE WITNESS: I was asked yesterday to accept
subject to check that for the output growth figures in
my Table ! on page 10 of my report, which has been
labeled Exhibit 6, I was asked to accept subject to
check that the average rate of growth of output for 1985
to 1988 was 3.4 percent per year. And when I checked
that and did the computation myself, I came up with a
different figure. I came up with 3.6 percent.

ALJ REED: Okay. Thank you.

MS. BURDICK: Because that was in response to my
question, your Honor, I want to confirm after
recalculating the numbers I used that Dr. Christensen
was correct. And I appreciate the clarification on the
record.

ALJ REED: Thank you, Ms. Burdick. You had
finished with your questioning yesterday?

MS. BURDICK: Fortunately for everyone, yes.
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ALJ REED: Mr. Faber.
MR. FABER: Thank you, your Honor.
CROSS-EXAMINATION
BY MR. FABER:

Q Good moming Dr. Christensen?

A Good morning.

Q My name is Joe Faber, and I represent the
California Committee for Large Telecommunications
Consumers, and I have a few questions for you this
morning.

Am [ correct that you presented information to
the FCC in Docket 94-1 regarding LEC telefactor
productivity?

A Yes.

Q And on page 7 of your Exhibit No. 3 -- I'm
sorry -- Exhibit No. 6, Attachment 1, you say that you
recently performed a TFP study of the LEC industry for
USTA; do you see that?

A Yes, Ido.

Q Was that the study that you presented to the
FCC?

A Yes.

Q And is the study that you referred to on
page 7 the one that is attached as Appendix 1 to your
testimony?

A  There were two different studies that I
submitted. The first was submitted in May of 1994,

which is not what is shown here as Appendix 1.
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There were subsequent updates and revisions to
the original study, and that revised study was submitted
early in 1995 to the FCC. And that’s what appears as
Appendix 1 to my report.

Q That is the document that’s -- that we’ll call
the 1993 update?

A Yes.

Q And I actually have in front of me a copy of a
transmittal to the FCC dated January the 20th from USTA
stating, "Attached is a copy of this 1993 update."

Was that the transmittal that you referred to
earlier in 19957

A Ttis.

Q Now, the study bears your name and that of two
others, Phillip Schoech?

A Schoech.

Q And Mark Meitzen. They are colleagues of
yours at your firm?

A Yes, they are. 7

Q Did they work with you in preparing this

study?
A Yes.
Q Are cither of them in the room today?
A Yes.
Q  Which of them are here?
A  Dr. Meitzen.

Q What is Dr. Schoech’s background, if you could
tell us briefly?

184
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A Sure. Dr. Schoech is a Ph.D. economist. He
was my graduate student. He came to the University of
Wisconsin in, I believe it was, 1973 when I was a
professor of economics there.

He studied and did his doctoral dissertation
under my supervision in the area of productivity
measurement, and he worked for me at that time as well
as a research assistant, and, subsequently, as an
associate at my firm, Christensen Associates.

Q And for Dr. Meitzen, can you briefly describe
his background for us?

A  Yes. Dr. Meitzen is also a Ph.D. from the
University of Wisconsin. He was not, however, my Ph.D.
student.

Dr. Meitzen, after getting his Ph.D., served
for some years as a professor of economics in I believe
it was Eastern Michigan University. Subsequent to that,
he spent some years at Southwestern Bell Telephone
Company. And for the last five years he’s been an
associate of mine at Christensen Associates.

Q Now, specifically referring to this 1993
update, can you tell us whether you were directly
involved in drafting it, or did one of your two
associates draft it for you?

A I was directly involved in drafting it.

Q Now, that study, the 1993 update, is the basis
of your recommendation today that the Commission

conclude that there’s a TFP differential of 2 percent;
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1s that right?

A Well, as | said yesterday, that’s a major part
of my basis, yes, but not the sole basis.

Q  The -- let me back up for a second.

Have you had an opportunity to read all of the
testimony that’s been submitted in this case before the
Public Utilities Commission?

A No. _

Q Have you read all of Dr. Selwyn’s testimony?

A I believe so. I've read his initial testimony
and his reply testimony. ,

Q Allright. And Dr. Schmalensee’s, did you
read his original and his reply testimony as well?

A No.

Q How about Dr. Duncan, did you read his
testimony?

A Yes, I did.

Q Both the original and the reply?

A Yes.

Q Now, this 1993 update that we’re talking
about, I'm going to ask you a number of questions about
it.

First off, though, can you explain how it was

that the 1993 -- I'm sorry -- that the January 20th,
1995 submission changed what had been submitted in
May 19947

A  Yes, there were changes of two natures. And [
might just say the end result, before I go into the
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details, in the original TFP study, my finding was that
for the differential between LEC total factor
productivity and U.S. economy total factor productivity
over the 1984 to 1992 period -- which is usually
referred to as the post-divestiture period -- I found a
TFP differential of 1.7 percent. ]

And in the update, that number was revised
upward for 2.1 percent per year.

And the revision took -- reflected two
things. Primarily, the first was that subsequent to my
filing the study with the FCC in May of 1994, the U.S.
Bureau of Labor Statistics revised their TFP growth
figure for the U.S. eéonomy. So when we then looked at
the period, post-divestiture period, rather than
being .9 percent per year, that figure became .3 percent
per year -- a very substantial revision. ‘

There was also a revision update in the
figures for the LEC industry. In the study that I filed
in May of 1994, the figure for LEC total factor
productivity growth over 1984 to 1992 was 2.6 percent
per year. With the revisions and the update through
1993, that figure was revised downward slightly from 2.6
percent per year to 2.4 percent per year.

In the original study, the differential was
2.6 percent for the LECs minus .9 percent for the U.S.
economy, 2.6 minus .9 is 1.7 percent per year. Each of
those components was revised. The LEC number was

revised downward by 2/10ths. For the U.S. economy, the
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number was revised downward by 6/10ths of a percent and
the overall result was the estimated TFP differential
went up from 1.7 percent to 2.1 percent per year.
And that was the basis of my filing to the FCC
in January of 1995, and that updated study is the basis
for -- one of bases for my testimony here.

Q Okay. The modification of the U.S. economy
number from .9 to .3, that was done by BLS; right?

A That’s correct.

Q You weren't involved in the calculation of
that number?

A 1 was not.

Q Would the number of .3 provided by the BLS
have applied to your original study even if you had not
done an update on the LEC numbers?

A Idon’t remember whether it would be
exactly .3, but it would be approximately by .3.

Q Would you -- when you provided the 1993 update
to the FCC in January of this year, there were results
in that revised document that were based on a number of
data changes conceming each or some of the individual -
LECs that had been studied; is that right?

A  That’s correct.

MR. FABER: [ want to provide you with two
documents because they are going to require that I ask
you some questions out of both.

First is a set of data requests and responses

that we -- well, the request we submitted to Pacific
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Bell and the responses came from Pacific Bell. And
second is a document dated February 3rd, 1995
transmitting certain information to the FCC.
Can we go off the record for a moment, your
Honor?
ALJ REED: Off the record.
(Off the record)

ALJ REED: On the record.

MR. FABER: Your Honor, I have distributed copies
of two documents. I'd like to have the first marked
CCLT First Set of Information Requests marked as the
next exhibit in order.

ALJ REED: It will be marked for identification as
Exhibit No. 8.

(Exhibit No. 8 was marked for
identification.) )

MR. FABER: I'd like to have the document which
comprises a letter to the FCC from the USTA dated
February 3rd, 1995 with attachments marked as the next
exhibit please.

ALJ REED: It will be marked for identification as
Exhibit No. 9.

(Exhibit No. 9 was marked for
identification.)

MR. FABER: Can we go off the record one more
time?

- ALJ REED: Off the record.
(Off the record)



